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1980 Highlights 


FROM THE FINANCIAL STATEMENTS 1980 1979 

INCE CARIES carte i ern ta ence Olay SW adie Kan dG ue $ 4,027,000 $ 2,441,000 
TINO RS RI ere its ee eS oe ale eel ore. o da'gin « $ 817,000 $ 713,000 
SORA NOIGONS OQUIEU. cr diet: elem aren 0 seas alee Wins 969.16 0S 0 6 $28,953,000 $25,993,000 


PER SHARE COMPARISONS 
Earnings before net gain on disposal of investments and 


CXCPAOLOIIAEY: SAN er eerie caste Ake eis lees. Sle alone $ .61 oe 
Net gain on disposal of investments....................... .68 18 
PO SULAOLOMIALYCO AMES Se. Oe ee ec ce eee Vt ee ed ie 19 wi 
INGtearmiNgS JOM (NG Neal at ccte ancl ct ele outs Go nie oe bo $ 1.48 $ .90 
DEVIOUS ite eats. ae ceca ae er Leieh wee eis, cos) Bee erel nee ahetpenn Ie ok Siew 6 8 8 SP 230 $ .264%4 
DAT CNONCETS | COUMLY eee costes bug etic eae Fre see inlay, aisereig 0.04 oe Gos $10.58 $9.55 


President’s Report to the Shareholders 


Before reviewing 1980 operations, I would like to reflect a little on the past decade as this 
is the 10th anniversary of the establishment of your Company as an investment holding and 
management company and of my appointment as Chief Executive. 


The past ten years have been very interesting and stimulating. We have been involved in 
numerous and diverse businesses and industries with many successes and a few notable 
failures. It has always been our objective, and it still is, to concentrate our efforts on 
increasing the asset value per share of your Company as opposed to merely increasing the 
size of the Company itself. We have, I believe, achieved this objective — the Company’s 
performance and growth in asset value per share from approximately $1.40 to in excess 
of $10.00 over the ten year period speaks for itself and I am proud of this performance. 
At the same time, dividends have been increased every year. 


Your Company is now poised to operate successfully over the next decade. We have solid 
investments in Reichhold Limited and in the oil and gas sector and we have a strong balance 
sheet, very little debt and substantial credit available to enable us to invest further in these 
areas or in entirely new activities. We are constantly seeking new investments which have 
potential for a substantial increase in value. We are not passive investors — in the past 

we have played a major role in setting the direction and formulating the policy of our 
investees and we intend to continue to do so in the future. 


THE YEAR IN REVIEW 
Reichhold Limited 


During the year we increased our investment in Reichhold by purchasing an additional 3% 
of the equity (on a fully diluted basis) for $1.5 million and we now own 28% of Reichhold 
on a fully diluted basis. 


Reichhold, a public company, is engaged in the manufacture, supply and service of a large 
number of products to diverse industries and markets in Canada and the United States. 

Its main areas of operation are the manufacture and sale of synthetic resins and chemicals; 
the distribution of agricultural chemicals; the manufacture and sale of printing inks and 
distribution of printing machinery, equipment and supplies; and the provision of chemicals 
and services to the oil and gas industry. 


Reichhold had 1980 sales of $368 million (1979 — $287 million) and earnings of $6.4 million 
(1979 — $6.4 million). Fully diluted earnings per share in 1980 were $1.51 (1979 — $1.83). 


Reichhold’s earnings in 1980 were adversely affected by high interest rates and unsatisfactory 
results from some recent acquisitions. These acquisitions are taking longer to produce the 
results initially expected of them but there are now encouraging signs that they should 

soon achieve their original goals. The earnings per share were also affected by an increase 

in the number of shares outstanding, mainly the 800,000 shares issued to TALcorp in 
September 1979. 


This has been the first full year of our association with Reichhold which we are confident will 
prove to be a very rewarding investment for TALcorp. A copy of Reichhold’s 1980 annual 
report will be sent to TALcorp shareholders when issued. 


Barrymore Group Ltd. 


Barrymore Group Ltd. (in which we have a 50% interest) had sales of $25.6 million in 1980 
(compared with $25.3 million in 1979) and net income of $101,000 (compared with $802,000 
in 1979). In 1980 the Canadian carpet industry had its worst year in recent history with 
domestic shipments declining by an unprecedented 12% from 1979 levels. Many companies 
in the industry suffered losses in 1980 and two major manufacturers closed down their oper- 
ations. In view of this, Barrymore’s performance can be considered satisfactory. In recent 
months business has improved and we now anticipate much higher earnings in 1981. 


Oil and Gas Investments 


During 1980 we significantly increased our participation in oil and gas exploration activities — 
our expenditures and commitments in this area now total approximately $11 million. We are 
presently participating in eight joint ventures, three of which operate exclusively in Canada, 
three exclusively in the United States (one of which was promoted by TALcorp) and two in 
both jurisdictions. In addition, we organized and are the managers of a new public company, 
Ceres Resources Limited, which is involved in oil and gas exploration and development in 
Canada and the United States. 


The following is a summary of the results of our major participations to date: 


Wells Drilled i 
Gas Oil Dry Holes Total 


Canadian joint ventures: 
Renaissance Resources Ltd. 


LOSO Sout oy enture (ici. cs toes 36 3 14 53 
LOST TomtVentures(iy ue i 3 o 2 5 
Lambton Joint Venture (ili)....... hes mae we 16 
39 4 21 64 
U.S. joint ventures: Halt mi tlh ey 
Camel Oil & Gas Inc. 
1980/81 Joint Venture (iv)...... 11 It 18 30 
1981/82 Jointi Venture! (v))), 2 ))))! l ~ l 2 
Renaissance Resources Inc. 
HOBO ounty Vemture: (Vaan cae Waist a thins hes die 
13 Mee 28 46 


TALcorp’s commitment: 
(i) $1,600,000; (ii) $1,000,000; (iii) $765,000; (iv) U.S.$1,950,000; (v) U.S.$1,000,000 ; 
(vi) U.S.$300,000. 


Of the aforementioned participations, the Renaissance Resources Ltd. 1980 Joint Venture 
is the only one on which an evaluation has been completed. An independent engineering 
report which evaluated 31 of the 39 successful wells using assumptions we consider 
reasonable has been prepared with respect to this joint venture and TALcorp’s share of 
reserves and related values are outlined below: 


Reserves Estimated Future Revenue 
Gas Oil Undiscounted Discounted @ 15% 
(Billions (Barrels) (000’s) 
cu. ft.) 

Proven reserves........ 2.76 931 $18,058 $2,987 
Probable reserves... O57. 1,655 4,081 624 
3.90 2,586 22,139 3,611 
Undrilledlands:..2..2 320 320 
$22.459 $3,931 


Renaissance is presently completing negotiations for an industrial gas contract which will 
provide a market for most of its Canadian gas reserves not already contracted to 


TransCanada PipeLines Limited. Initial deliveries under this contract will commence by 
late 1982. 


Ceres Resources Limited 


Ceres is a new public oil and gas exploration company which was organized by TALcorp at 
the end of 1980. In January 1981, Ceres issued 5,300,000 common shares to the public at 
$5.00 per share and these shares are now listed on the Alberta Stock Exchange. TALcorp 
acquired 300,000 of these shares and, together with the 100,020 shares of Ceres already held 
(also purchased at $5.00 per share), its ownership became 7.4% of the outstanding shares of 
Ceres. TALcorp has a management agreement with Ceres under which TALcorp will receive 
a monthly fee of $15,000 to cover general overhead and administration expenses and a per- 
formance fee (which, in effect, is 5% of the net cash flow of Ceres) once certain performance 
targets have been achieved. The funds raised by Ceres totalled $27,000,000 of which 
$10,000,000 is committed to an exploration program operated by Camel Oil & Gas Ltd. 

and $10,000,000 is committed to one operated by Renaissance Resources Ltd. The balance 
of the funds will be committed to other oil and gas opportunities as they arise. It is anticipated 
that approximately two-thirds of the funds raised will be spent in the United States. With 
respect to the funds spent in Canada, it is expected that gas discovered by the Renaissance 
program will be sold under the previously mentioned industrial contract. 


Camel is also negotiating an industrial gas contract similar to Renaissance, but for lesser 
volumes. This contract, together with Camel’s other gas sales contracts, should ensure early 
deliverability of any gas discovered by Camel’s Canadian program. 


The Camel and Renaissance “‘Ceres” programs have recently commenced and an indication 
of their activity levels and results to date is as follows: 


Completed Dry 
Gas Oil Holes Drilling Total 
Camel Oil & Gas Ltd. 
Canaan prozraml. con cae+) sce 6 Z 3 5) ] 
RS a COMET scene onic e etic ree ] - ] | 
Renaissance Resources Ltd. 
Canadian Program) sac 6 a scars 3 - 2 1 6 
WR Se PFORTANI at wae seer. se has - — 3 ] 4 
10 2 g pe 


It is anticipated that through these programs, Ceres will participate in the drilling of 
approximately 140 wells during 1981. 


Stock Market Activities 


We had a highly successful year in our stock market activities. The appreciation (based 

on average market values) of our portfolios was 61% in 1980 which compares favourably 
with increases in The Toronto Stock Exchange Index and the Dow Jones Index of 25% 
and 15% respectively during the year. The market value of the quoted portfolios amounted 
to $4,981,000 at December 31, 1980. 


As you will have seen from past reports, we have consistently been successful in our 
market activities. We mainly deal in special situations and usually our major gains are 

due to the performance of a very small number of stocks. This was particularly true in 1980 
when we achieved considerable capital appreciation in our holdings in Temagami Oil & 
Gas Ltd., Rogers Cablesystems Inc. and M.P.G. Investment Corporation Limited. 


Re-purchase of Company’s Shares 


In June 1980 your Company gave notice of its intention to purchase for cancellation certain 
of its own common shares. The directors had concluded that purchases of these shares at 

a discount from both book value and management’s underlying net asset value would 
represent a desirable investment of corporate funds which would benefit continuing 
shareholders but not impair the viability of on-going operations. No purchases of these 
shares have yet been made but the Company retains the right to do so should they become 
available at appropriate prices. 


Dividends 


In 1980 dividends were increased from 2614¢ to 30¢ per share, the ninth successive year of 
dividend increases. The quarterly dividend rate was recently increased from 7\4¢ to 9¢ per 
share, commencing with the dividend to be paid on April 1, 1981. 


1980 Financial Performance 


The table below sets out the key indicators of the Company’s financial performance: 


1980 1979 
(000’s) 

Financial: imcome ] yi oe el aacte eae ee setae Cre an eat ee ere aa $ 2,660 $ 2,674 
EQuity Carmine sci. j0'5 8 succrercier alata ease eee eee ene eta 1,531 509 
$ 4,191 $ 3,183 

Earnings before investment gains and extraordinary gain......... $ 1,665 $ 1,489 
Per Share oto Ge euie cs Qieieta, oe cieietere teeeteaen eee ae reine ene .61 Pe) 
Investment and extraordinary ainsy |! aoe eee 5; 2,303 $951 
Per SHareu nese els scien oe oe e cee ee as ARO i ee ee 87 BP) 
Net earnings forthe year 2520 sic sie eaten eee oe eee $ 4,027 $ 2,441 
Per Share dei: cis a) a jas, ois ciara alll, detallaks  eaue ee) tte eat aan eg a 1.48 L9G 
Shareholders’ equity at book valuei?.0.2 0a ee $28,953 $25,993 
Per: Shares: i.is)aje isha tina er eet ee ane ae ol toe eee eee ee 10.58 Les 


The book value per share of $10.58 compares with management’s internal valuation of 
approximately $12.00 per share. I should, however, point out that this latter figure (although 
conservative) is somewhat speculative because values will change depending upon the results 
of our oil and gas ventures that are now in progress. 


Future Prospects 


Your Company has total assets of $32 million with very little indebtedness. We are 
therefore in an excellent position to take advantage of new investment opportunities. 


Oem ? 


ROBERT SMITH 


Chairman and President 


March 24, 1981 


Ten Year Financial Review 


(in thousands of dollars) 1980 1979 1978 1977 1976 1975 1974 1973 1972 197] 
(note 1) (note 1) (note 1) (note 1) 

Earnings (loss) before investment 

and extraordinary gains........ Dy LOGS Sel 409) od (143) Sl. 93a)0 bo 794 ST. 561' S$ 2,943 $ 2412 $1,354 $ “107 

Vo! oS) NeW lag as 0 a aa 61 u55 (.05) (.75) 21 33 WD woe .20 .06 
Net gain (loss) on disposal of 

investments (Note.3).% . 6.6.3 e es Sali ek 2326 boo) S527 16 976,348 $1,205. $ 13111 “S. 3,730 | §$ 26 

PRIgSHALO iat oh ace cree cee ous .68 18 .89 (.14) 99 1.36 .16 15 56 .O1 
Extraordinary gain (note 3)....... S25 SIZ S47 4625S) 188 

ASTOR TET 1 Sa org ace ee 19 a .07 
Net earnings (loss) for the year.... $4,027 $ 2,441 $ 2,372 $(2,312) $4,512 $7,908 $4,150 $ 3,523 $5,084 $ 133 

CESAR ee Ca. cae ee aie ee 1.48 .90 91 (.89) 1.20 1.69 a0 47 .76 .07 
CASGIVIGENGS Pal. cc.0c0.cn once. Sool van Sones eS eos 551. -'$)) 754) 8: 935: St 932. S$» 4559. $186 

OPES ALG oe cite tha tee cca ck 68 .30 2644 22% 21% .20 A7TY% 12% 07% 024% 
Shareholders’ equity (note 2) 

BULOOOK WVAlUG.& fe. << os 0s ee es ns $28,953 $25,993 $24,254 $21,869 $24,729 $28,083 $33,541 $30,561 $26,583 $ 4,612 

MCEUSDALCG Sle a arcle ews sie 6s 8 10.58 9.55 8.95 8.44 9.55 Hh) 4.50 4.10 3257, 1.36 
Common shares (adjusted for 

sub-division and conversions): 

Wr eIChted AVERAGE: ele aals as ss 2,726 2,716 2.022 2,590 Seon 4,666 7,456 7,456 6,664 1,882 

Outstanding at end of year 

TEES eee a ee 2,736 2 I22 2,710 2,592 2,590 3,736 7,456 7,456 7,456 3,386 

Price range on TSE: 

Pe orisha os tly Gi eles ae Sei 00s 960.65 01S 0) ee SIG oOo bea se |S) 4:13 $9.75 § 9.38 8. 43.50 

ULES eo eatin Sarasa a SES COMO gees) a4 QOL Se A OU om Ss D0n est 215, >) 1:70 $3.50 §$: 3.06 3. 23 
NOTES: 


1: 


Per share figures for 1975, 1976 and 1977 
reflect the deduction of 1,860,000 shares 
of the Company held by its subsidiary, 
Toronto and London Investment 
Company Ltd. These shares were 
cancelled when this subsidiary was 
amalgamated with the Company in 1978. 


1976 based on equity subsequent to 
purchase and cancellation of 604,745 
shares in January 1977. 


Extraordinary gains of a subsidiary 
company for 1974, 1975, 1976 and 1977 
have been transferred to gain (loss) on 
disposal to conform to the 1978 
method of presentation. 


Consolidated Balance Sheet 


December 31, 1980 
(with comparative figures at December 31, 1979) 


ASSETS 
Investments (note 2): 


Associated companies — 
Quoted shares, at equity...) 04000 ee eee eee 
Unquoted shares, at equity.) 2icc(2iien cule telatitae erent 
Notes receivable, at Cost! 2 ea Te: amy creme memes rier 


Participation in oil and gas exploration and development — 
JOINt VENLUTES, AU ECUIILY 2 bie i cra) aia caus le i lestimett ane eee eat 
Shares, at the lower of cost and estimated realizable value. ... 


Portfolio — 
Quoted securities, at the lower of cost and market.......... 


Unquoted securities, at the lower of cost and estimated 
realizable value ty) eis uid uel ue Ne ae a ea een 


Real estate — 
Revenne producing property 23> cca) ee erie eee 
Property held for future development: gaa 


(See accompanying notes to consolidated financial statements) 


1980 1979 
$16,773,080 $14,671,355 
1,823,728 1,785,978 
121,659 115,659 
DB AS AT en cece 
3,928,760 775,000 
950,100 450,000 
4,878,860 1,225,000 
3,300,175 3/379, 1 32 
2,760,000 5,623,964 
6,060,175 8,999,696 
2,495,245 
154,327 
2,649,572 
29,657,502 29,447,260 
2,507,742 2,592,658 
321,334 181,501 
$32,486,578 $32,221,419 


LIABILITIES 


Nee ORES ee eae ee ee el arel atatte a alls loco og 
Accounts payable and accrued charges...................02000- 
MNCOME (AXES PAVADIE KG) aly) elem seni alae Lg el Ly big 
Bonds and mortgages payable (note 6)............. 00. ce ee eeee 


(POCA CIADUITLCS ice ye ee ease Ses nema Ma Muu ala ll ll 


SHAREHOLDERS’ EQUITY 


SHIATE CADILEL (O Te eee ee ieee ness ee 
IRetatied Carmings iors cts rca ire statis stalers ao otetel dls + ee! sl!6\'6 6,0 


‘otal Shareholders) Hquityis )sieue. a iieie rie ele llbieiwe ree aie: «sil se 6% 


On behalf of the Board: 


ROBERT SMITH, Director 


GEORGE H. MONTAGUE, Director 


1980 


$ 1,507,011 


1972 


$ 2,903,753 


835,559 1,504,566 
908,485 18,006 
282,500 1,802,550 
3,533,555 6,228,875 
17,645,852 17,583,168 
11,307,171 8,409,376 
28,953,023 25,992,544 
$32,486,578 $32,221,419 


Consolidated Statement of Earnings 


Year Ended December 31, 1980 
(with comparative figures for 1979) 


Financial income including interest, fees, net rental 
revenue, gain on sale of short-term investments 


and-dividends (note! 2(d)) asco te erect ee eee 


Equity in net earnings, before extraordinary gain, of 


associated companies involved in industrial activities 


Expenses (note. 7).):): .6..0.v0ecs,se care ee ee 


Earnings before net gain on disposal of investments 


and extraordinary, ain 0.5 cui ae.com auu aaa eee 


Net gain on disposal of investments 


(note 2(€))eaicuiat ac hee aise we eee nee eee 


Extraordinary gain representing income tax reduction 


realized on the application of prior years’ losses......... 


Net earnings for theyear:..e) Se ee, ee ee 


Earnings per share (note 3(a)) 
Earnings before net gain on disposal of investments 


and' extraordinary gain: 25l20: ace 6 ee 
Net gain on:disposal of investments: . 33. 7a ee 
Extraordinary: ain. co os. es csc eerie Ce ee ee 


Net'earnings for the year 1.5.0.0 tes eh ee 


(See accompanying notes to consolidated financial statements) 


1980 


$2,659,651 


1,531,000 
4,190,651 
2,525,906 


1,664,745 
1,851,119 


511,500 


$4,027,364 


$ .61 
68 
Ale 


$1.48 


172 


$2,673,871 


509,000 
3,182,871 
1,693,761 


1,489,110 
489,402 


462,000 
$2,440,512 


Consolidated Statement of Retained Earnings 


Year Ended December 31, 1980 
(with comparative figures for 1979) 


Balance abbeginnin Of year (4 serene Minuten: coche, Neabya 
INeUearmingsioOrtne years cL imavMiie ie eis wre ens i Sara, 


Equity in capital transaction of associated company 
(representing issueicastiofishares iy uy el Uva NY, Hilt lens 


WIVIGEDS a ere ee enn es Aik NHL MRAM eu re 


(See accompanying notes to consolidated financial statements) 
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1980 


$ 8,409,376 
4,027,364 


12,436,740 


(107,000) 
(1,022,569) 


1979 


$6,682,073 


2,440,512 


9,122;585 


(713,209) 


$11,307,171 


$8,409,376 


Consolidated Statement of Changes in Investments 


Year Ended December 31, 1980 
(with comparative figures for 1979) 


Source of investment funds 


Earnings from operations...) 2 age ee ee 


CD 


Equity in net earnings, before extraordinary gain, of 


associated companies net of capital gains tax 


Proceeds on disposal of investments........... 
Dividends from associated company........... 
Increase inincome taxes payable... ac. ee 


oe ee ee ee woe 


Decrease in notes, mortgages and accounts receivable....... 


Issuance of share capitalio.2 cee ae nee eee 
Decrease in cash and short-term deposits....... 
Increase bank indebtedness*... ae 
Increase in accounts payable and accrued charges 
Miscellaneous Aiea Ge Ge ene ee 


Deduct: 


Funds used for investments 


Decrease in bonds and mortgages payable...... 
Decrease in bankindebtedmesse asec. 1. ee 
Dividemd sive stems Oe ices organ ee 


oe eee eee eee 


cee eee ew woe 


oe ee eee ee we 


eevee eee eee 


ee 


ec eee eee eee 


Decrease in accounts payable and accrued charges.......... 


Miscellaneous =o sv cos 6 os oes 2 Oe ee 


ed 


eo eee eo eee oe 


06 @. 6 6.6 © 02 6 16 


Investments at beginning of year... 4-2 eo eee 
Add (deduct): 


Investments at end of year 


(See accompanying notes to consolidated financial statements) 
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Equity in net earnings and capital transaction of 


associated companies less dividends received 


Carrying amount of investments disposed of.... 


eo ee eee eee ee 


oe eee ee eee 


Provision for decline in estimated realizable value of 


unquoted investment portfolio............. 


eosecer eo eo eee eee ee eee eee e 


1980 


$ 1,664,745 


1979 


$ 1,489,110 


(1,239,250) (402,000) 
425,495 1,087,110 
8,935,593 4,009,319 
521,608 122,220 
467,479 35,337 
84,916 1,319,887 
62,684 11,566 
8,196,060 
2,903,753 
955,042 
531 
10,497,775 18,640,825 
1,520,050 96,054 
1,396,742 
1,022,569 713,209 
669,007 
139,833 
4,748,201 809,263 
5,749,574 ‘17,831,562 
29,447,260 14,472,464 
632,142 406,780 
(5,817,637) (3,263,546) 
(353,837) 
$29,657,502 $29,447,260 


Notes to Consolidated Financial Statements 


December 31, 1980 


1. BUSINESS OF THE COMPANY AND 
ACCOUNTING POLICIES 


TALcorp Associates Limited is a Canadian investment 
and holding company and its directors have determined 
at a meeting of directors, and recorded in the minutes 
of such meeting, that the foregoing is the only class of 
business conducted by it. Its wholly-owned financial 
subsidiaries conduct a financial and management 
service business and a marketable securities operation. 
For financial statement purposes, this group of 
companies is herein called the ““Company.”’ The 
Company holds or has held interests in a number of 
long-term and short-term investments which are 
described as follows: 


Associated companies — companies 50% or less owned 
which are operated autonomously and in which the 
Company has significant influence. 


Unconsolidated subsidiaries — companies more than 
50% owned but which are operated autonomously and 
whose business operations are not primarily of a 
financial nature. See note 2(c). 


Joint ventures — arrangements whereby the Company 
participates with others in a specific business under- 
taking and contributes resources to its operations. 


Portfolio investments — investments in quoted and 
unquoted equity and debt securities of companies in 
which the Company exerts no significant influence. 


BASIS OF PRESENTATION of the financial state- 
ments of the Company and the above investments is 
summarized as follows. The accounts of TALcorp 
Associates Limited are consolidated with its financial 
subsidiaries only. Investments in associated companies 
and unconsolidated subsidiaries are accounted for by 
the equity method whereby the investments are initially 
recorded at cost and carrying amounts are adjusted to 
recognize the Company’s share of earnings or losses and 
capital transactions since acquisition and reduced by 
dividends received. Capital gains taxes are accrued on 
adjustments to these investments; the carrying 
amounts of such investments are reduced by the 
capital gains tax accruals; the provisions with respect to 
equity earnings or losses are included with income tax 
expense, while capital transactions are reflected net of 
such provisions. Investments in joint ventures are 
accounted for by the equity method, whereby the 
investments are initially recorded at cost and carrying 
amounts are adjusted to recognize the Company’s share 
of earnings and losses and cash receipts. Provision is 
made for taxes on the unremitted joint venture earnings. 
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The Company follows the full cost method of accounting 
for its interest in the earnings and losses from oil and 
gas joint ventures, whereby all costs relating to the 
exploration for and the development of oil and gas 
reserves are capitalized. Such costs include lease 
acquisition costs, geological and geophysical expenses, 
carrying charges on non-producing properties, costs of 
drilling both productive and non-productive wells and 
overhead expenses related to exploration activities. 
These costs are depleted by the unit of production 
method based on estimated oil and gas reserves. 


Quoted portfolio investments are carried at the lower 
of average cost and market as determined by comparing 
the aggregate cost with the aggregate market value. 
Market values are based on the last reported sale 

or closing bid price on security exchanges or over-the- 
counter markets. 


The aggregate market value of quoted investments by 
category is detailed in the notes to the financial state- 
ments. Unquoted portfolio investments are carried at 
the lower of cost and estimated realizable value. 


REAL ESTATE INVESTMENTS are carried at cost 
less accumulated depreciation. Expenditures for 
renewals and betterments are capitalized at cost. 
Profits or losses on sales of real estate are included in 
the statement of earnings. Maintenance and repairs 
are charged to expenses as incurred. 


FOREIGN CURRENCIES are translated into 
Canadian dollars at exchange rates prevailing at the 
balance sheet date for monetary items, at exchange 
rates prevailing at the respective transaction dates for 
non-monetary items and at actual exchange rates 
prevailing during the year for income and expenses, 
except for depreciation and depletion which are on the 
same basis as the items to which they relate. Exchange 
gains or losses are credited or charged to income. 


ACQUISITIONS of investments accounted for by the 
equity method are recorded on the purchase basis of 
accounting. The difference, if any, between the purchase 
price of an acquisition and the acquired interest in net 
tangible assets at estimated fair value, is amortized to 
earnings over a reasonable period of time. 


EARNINGS PER SHARE are computed on the 
basis of the weighted average number of shares 
outstanding in each year. 


2. INVESTMENTS 


(a) Analysis of investment in shares of associated companies: 


Quoted shares: 
ReichholdiEimited eae eee eee en sra 


Unquoted shares: 
Batrymore Groupretdinai ccna ele eerie naeies 


* Fully diluted. 


1980 


Carrying 
Amount 
at Equity 


Approximate 
Equity 
Interest* 


27.71% $16,773,080 


50% $ 1,823,728 


1979 


Carrying 
Amount 
at Equity 


Approximate 
Equity 
Interest* 


24.6% $14,671,355 


50% $ 1,785,978 


During the year the Company purchased an additional 3.19% of Reichhold Limited for $1,507,000 which, 
on a fully diluted basis, approximated its interest in the fair value of net assets acquired. 


(b) Market values of quoted investments: 


Carrying Market 
Amount Value 
Associated companies, 
GUOtE AT SHATe!S 1) aya tree Ira eR en a ee aT a $16,773,080 $16,794,000 
Portfolio, quoted 
SE CUNILIOS  siisre ravi bese trate ae att Read Pg ny Ui nO EP 3,300,175 4,981,000 


December 31, 1980 


$14,671,355 


December 31, 1979 


Market 
Value 


Carrying 
Amount 


$14,423,000 


3,375,132 5,680,000 


The market values of the Company’s investments do not necessarily represent the value of the entire blocks 
of investment holdings which may be more or less than the value indicated by market quotations. 


(c) Participation in oil and gas exploration and 
development: 


The Company Is participating in two joint ventures in 
Canada and three joint ventures in the United States. 
Under the terms of the various agreements the 
Company has advanced $3,153,760 during the year as 
its share of the participation in joint ventures involved 
in the exploration and development of oil and gas 
properties. The Company is committed to make 
further advances of $1,141,000 to the joint ventures. 
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During 1980 no income was generated from the 
investments in the various joint ventures. 


In November 1980, the Company purchased all the 
issued shares of Ceres Resources Limited. In January 
1981, Ceres Resources Limited sold 5,300,000 common 
shares pursuant to a public offering. The Company 
’agreed to take up and pay for 300,000 common shares 
at the issue price of $5 per share. The Company’s 
interest in Ceres Resources Limited after the public 
offering was reduced to less than 10%. 


(d) Analysis of earnings: 


Total of 
Financial 
Income & Disposal 
Financial Equity Equity of 
Income Earnings Earnings Investments 
PMCS ES ta sae ace NT Ce Eee Re TL OTRO UL $ 380,403 $ 380,403 
Net rentalimevenucnren se wen eye ener ent aed anita 2 143,151 143,151 
POrtolonnvestmentseme mere neice: 2,095,808 2,095,808 $1,851,119 
Associated companies (note).................... $1,531,000 1,531,000 
@UHEPSSOULCES yelieunseaataleas iabae alana eealn ea eevee 40,289 40,289 
AIG EET EE cys Cate eee PSB pea UNUM ee $2,659,651 $1,531,000 $4,190,651 $1,851,119 


Note: Net of amortization of goodwill (amortized by the straight line method over 20 years) of $132,000 


(1979: $44,000). 


(e) Analysis of net gain on disposal of investments: 


1980 1979 
PEOCCECSIOMHCISDOsa Ma ania sient annie Um sane ae Me HNUL LIGURIA au RASH NUE ata BL Yas y Guatls $8,935,593 $4,009,319 
Deduct: : 
CariyingamounG ofjinyestiments disposed Ofeaee aa eee eee eetelalens aie coerce he 5,817,637 3,263,546 
iaxesioniexcess Ol proceedsiOvenicaniyine amount. eerie ac ceive ite ieee: 913,000 256,371 
Provision for decline in estimated realizable value of unquoted investment 
PORUC HO MERI er IE ule Ug a ci lansiny Rimant REAR Ma aul pena Mtns AMR AOI Ly a LLU acs. a a ie 353,837 

7,084,474 3,519,917 

INeti cain On disposallOminvEstimentS meme lla ae retelatele lela paletleleilsvalay else $1,851,119 $ 489,402 


3. SHARE CAPITAL 


(a) Class A, Class B and Class C shares are intercon- 
vertible on a one for one basis. A summary of the 
Company’s issued share capital is as follows: 


1980 1979 


DAS 20K OT 9: 
2,722,610) Class A 
convertible common 
shares and Class B 
convertible common 
shares 


$17,645,852 $17,583,168 


There are no Class C shares outstanding. 

Effective May 9, 1980, the existing shares of each 
class were subdivided on a two for one basis. This 
subdivision is reflected in the earnings per share data. 


(b) The Company has reserved 114,222 Class A shares 
for its Key Employee Stock Option Plan. Options 
granted under the Plan may be exercised on a 
cumulative basis at 20% per annum, commencing one 
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year subsequent to the date of grant, and expire six , 
years subsequent to such date. During the year options 
to acquire 8,110 of the above shares were exercised 

for a cash consideration of $11,434 and 7,200 options 
were cancelled. The options that were exercised 
included options exercised pursuant to the market 
growth alternative of the Plan, whereby the employees’ 
entitlement to 9,040 common shares for a cash 
consideration of $40,060 was released in exchange for 
the issuance of 5,390 shares for an aggregate cash 
consideration of $54. 

Options outstanding at December 31, 1980 are as 
follows: 


Outstanding 
Year Granted Option Price December 31, 1980 
1977 $4.63 800 
1979 515 7,200 
8,000 


4,000 of the outstanding options are held by an officer. 


4. INDEBTEDNESS TO THE COMPANY 


Pursuant to the Company’s Senior Executive Share 
Purchase Plan, senior executives of the Company are 
permitted to purchase from the Company up to 
130,000 shares in the capital of the Company at prices 
to be not less than 90% of the fair market value. If the 
executive should cease to be an employee and in 
certain other circumstances, the Company has the 
right, for stipulated periods, to reacquire such shares, 
or part of them, at a price equal to the original sale 
price. Under the terms of the plan 122,500 shares 
have been issued, including 5,000 shares issued during 
the year for $51,250. The Company has made interest 
free loans to senior executives to fund purchases of 
shares pursuant to the Plan, aggregating $638,750, 
repayable in varying annual instalments commencing 
in 1981. Over 90% of these loans is scheduled for 
repayment on or before August 22, 1988, the balance 
being repayable on or before December 5, 1990. 


5. NOTES, MORTGAGES AND ACCOUNTS 
RECEIVABLE 


1980 1979 

Loans to directors 

(note 4) $ 638,750 $ 587,500 
Mortgages: 

Principal due 

within one year 147,978 146,772 

Principal due 

thereafter 988,809 1,001,787 
Other accounts 732,205 856,599 

$2,507,742 $2,592,658 


6. BONDS AND MORTGAGES PAYABLE 


Details of bonds and mortgages payable are as follows: 


1980 1979 

614% First mortgage 

sinking fund bonds due 

1985 $282,500 $ 339,000 
T1A%-84% First mortgage 

loan, payable $12,437 

monthly including 

principal & interest, due 

1997 1,463,550 

$282,500 $1,802,550 


Principal payments on the 614% first mortgage 
sinking fund bonds are $56,500 annually until 
maturity. 
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7. INTEREST, DEPRECIATION, AMORTIZATION 
AND INCOME TAXES 


Expenses include the following: 


1980 1979 

Interestiga cme: $759,000 $227,000 
Depreciation and 

amortization of lease- 

hold improvements..... 23,000 20,000 
Income tax expense: 

On operating earnings... 546,000 461,000 

On equity adjustments. . 292,000 107,000 


At December 31, 1980 the Company has income tax 
loss carry forwards available which have not been 
recorded in the accounts as follows: 


Date of 
Type Amount Expiry 
Business loss $1,218,000 1985 
Net Capital loss 768,000 _- 


8. The comparative figures for 1979 have been restated 
to conform with the 1980 presentation with no effect 
on reported net earnings. 


Auditors’ Report 


To the Shareholders of 
TALcorp Associates Limited: 


We have examined the consolidated balance 
sheet of TALcorp Associates Limited as at 
December 31, 1980 and the consolidated state- 
ments of earnings, retained earnings and 
changes in investments for the year then 
ended. Our examination was made in 
accordance with generally accepted auditing 
standards, and accordingly included such 
tests and other procedures as we considered 
necessary in the circumstances. 
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In our opinion, these consolidated financial 
statements present fairly the financial position 
of the company as at December 31, 1980 and 
the results of its operations and the changes in 
its investments for the year then ended in 
accordance with generally accepted accounting 
principles applied on a basis consistent with 
that of the preceding year. 


CLARKSON GORDON 
Chartered Accountants 


Toronto, Canada 
February 27, 1981 
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